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 A B S T R A C T  
This study aims to analyze the factors that influence the export activity in the ASEAN 
region countries such as Indonesia, Singapore, Thailand, Malaysia, Philippines and 
Vietnam during 2001 - 2016 by using annual data. The factors that influence gross 
domestic product (GDP), interest rate, foreign direct investment (FDI) and exchange 
rate. The method used in the research is panel Vector Error Correlation Model 
(PVECM). The results show that Gross Domestic Product (GDP) negatively affects 
the current account in the short term. The interest rate variable negatively affects the 
current account in the long term. The Foreign Direct Investment (FDI) variable nega-
tively affects the current account in the long term. Furthermore, the exchange rate 
variable negatively affects the current account in the long term. 
 
 A B S T R A K  
Penelitian ini bertujuan untuk menganalisis faktor-faktor yang mempengaruhi 
aktivitas ekspor di negara-negara kawasan ASEAN seperti Indonesia, Singapura, 
Thailand, Malaysia, Filipina dan Vietnam selama 2001 - 2016 dengan menggunakan 
data tahunan. Faktor-faktor yang mempengaruhi produk domestik bruto (PDB), suku 
bunga, investasi asing langsung (FDI) dan nilai tukar. Metode yang digunakan 
dalam penelitian adalah panel Vector Error Correlation Model (PVECM). Hasilnya 
menunjukkan bahwa Produk Domestik Bruto (PDB) berpengaruh negatif terhadap 
transaksi berjalan dalam jangka pendek. Variabel suku bunga berpengaruh negatif 
terhadap akun lancar dalam jangka panjang. Variabel Investasi Langsung Asing 
(FDI) berpengaruh negatif terhadap neraca berjalan dalam jangka panjang. 
Selanjutnya, variabel nilai tukar berpengaruh negatif terhadap akun lancar dalam 
jangka panjang. 
 
 
1. INTRODUCTION 
Trade is an important part of the real sector that 
encourages economic activity (Nawatmi, 2012: 
42). According to Basri (1994) with the increasing 
role of the trade sector for the economy causes a 
country to seek to achieve a surplus in the interna-
tional trade balance. The greater the surplus is 
achieved then the incoming foreign exchange will 
be greater so that it can be used to finance the de-
velopment. 
The existence of integration among countries 
in the world encourage the establishment of coop-
eration in the field of economic, social and poli-
tic. Based on the economic blueprint at the ASEAN 
Summit on November 20th 2007 in Singapore, 
ASEAN agreed to integrate economically in the 
form of ASEAN Economic Community (AEC). The 
agreement aims to change the orientation of eco-
nomic development from industrialization pat-
terned by import substitution into an export orien-
tation strategy which emphasizes on the im-
portance of the role and function of exports in driv-
ing the national economy (Hakim, 2015). 
The contribution of international trade that has 
been done by the country is reflected in a report 
called the balance of payments.  
Current account is one of the most commonly 
used macroeconomic indicators to assess the exter-
nal stability of a country. The current account bal-
ance is considered to reflect the strength of interna-
tional competitiveness and the extent to which it 
can utilize its resources (Uneze and Ekor, 
2016). The current account balance is the difference 
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between exports and imports. If export activity is 
greater than import activity then there is surplus of 
current account balance.  
In line with the goal of trade integration to 
maximize exports. With the dominance of export 
activities which is greater than imports are ex-
pected to increase the current account surplus in 
ASEAN countries. The condition of a current ac-
count balance is influenced by various factors. 
Economic growth is closely related 
to the current account. The economic growth de-
picted in gross domestic product (GDP) shows the 
ability of domestic consumers to engage in con-
sumption activities. According to Santosa (2012) 
when the income increases, it will cause the ability 
(purchasing power) of society increases. 
The Increase of public purchasing power, which 
means higher levels of public consumption, includ-
ing consumption of goods from abroad or increas-
ing imports, which in turn further exacerbates the 
current account deficit. 
A high interest rate policy can have a negative 
impact on economic activity. High interest rates can 
cause cost of money to be expensive. This will 
weaken the competitiveness of exports in the world 
market so as to make the business world is not en-
thusiastic to conduct a domestic investment, pro-
duction will decline, and economic growth be-
comes stagnant (Delong, J.B. (1998): 1; PNC. (2016). 
A study conducted by Fernandes and Campos 
(2008) found a positive FDI effect on its current 
research transactions using Brazil as the sample, it 
was stated that FDI stimulated acceleration and 
increased trade balance transactions. 
Sukirno (2010: 412) states that the exchange 
rate is one that affects the current account. If the 
exchange rate of rupiah is depreciated (the decline 
in the value of domestic currency). It will cause the 
price of foreign goods rise that it will decrease the 
imports so the balance of trade could be in surplus. 
Here is the condition of progress of current account 
balance in ASEAN countries 6 in 2001 - 2016. 
 
2. RESEARCH METHOD 
Types of Research 
The research method used in this study is quantita-
tive method. According to Sugiyono (2012: 8) the 
quantitative method is a method based on the phi-
losophy of positivism used to examine the popula-
tion and certain samples, the data collection uses 
research instruments, quantitative and / or statisti-
cal data analysis, in order to test the hypothesis set. 
 
Place and Time of Research 
This research is conducted in 6 ASEAN countries 
namely, Indonesia, Singapore, Thailand, Malaysia, 
Philippines, and Vietnam. The selection of the re-
search object is based on the six ASEAN countries 
which have the highest export activity among 
ASEAN countries and due to integration. The re-
search period used in 2001 until 2016 with the form 
of data in the form of data chauratalan. 
 
Types and Data Sources 
The type of data used in this study is secondary 
data in the form of panel data. Data source ob-
tained from World Bank by using internet media. 
 
Data Analysis Method 
Ths analysis was done using Vector Error Correla-
tion Model (VECM) Panel method. The VAR / 
VECM model was first developed by Sims in 1980 
(Christiano, 2012; Sims, 1980; Bjornland, 2000), 
where the assumption is that if there is true simul-
taneity among a set of variables, those variables 
should be treated equally where there is no distinc-
tion between exogenous and endogenous variables 
(Gujarati, 2004: 871). 
The analysis procedure in the VECM Panel 
method are with the best panel models selection 
step, data stationary test, cointegration 
test, optimum lag test, model stability test, 
granger causality, VECM model estimation, im-
pluse response function (IRF) and the variance de-
composition (VD). 
 The basic form of the VECM panel model accord-
ing to Ekananda (2016: 367) is as follows:  
 
Then from VAR Panel model in equation (01) will 
be adapted with estimation equation of VAR Panel 
model for this research as follows in equation (02) 
 
Where: 
CA   : Current Account 
GDP   : Gross Domestic Product 
IR   : Interest Rate 
(01) 
(02) 
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FDI   : Foreign Direct Investment 
ER   : Exchange Rate 
Β0         : Intercept 
β1, β2, β3, β4   : Coefficient 
εt            : Error terms 
From the unit root tests, it indicates that to perform 
cointegration tests, it must first be believed that the 
related variables in this approach have the same 
degree of integration. 
 
3. DATA ANALYSIS AND DISCUSSION 
Results of Data Analysis 
Test of Stationaryity 
Based on estimation result in Table 1, the data of 
ASEAN 6, shows that all research variables such 
as current account, gross domestic product, real 
interest rates, foreign direct investment, and sta-
tionary exchange value are at the level of the 
first difference. They are proved by seeing the 
probability value of Augmented Dickey Fuller 
(ADF) which is smaller than the level of signifi-
cance (α = 5%). 
  
Table 1 
Augmented Dickey Fuller (ADF) Stationer Stations Test Result 6 
 Variables 
Level Level Level 1st Level 2nd 
Prob ADF. To t Prob ADF. To t Prob ADF. To t 
CA 0.1259 X 0.0000 * 0.0000 * 
LOGGDP 0.2241 X 0.0081 * 0.0000 * 
IR 0.0000 * 0.0000 * 0.0000 * 
FDI 0.0004 * 0.0000 * 0.0000 * 
ER 0.5625 X 0.0000 * 0.0000 * 
Description: X) not stationary *) significant at α = 1 percent , **) 
  
Cointegration Test 
The cointegration test results of the research data 
for ASEAN 6 on table 2 show the trace statistic that 
indicate the cointegration of the models tested. 
 
  
 
Table 2 
Cointegration Test Results of ASEAN 6 
α Critical Value Trace Value Results 
1% 77.81884 167,1501 Integrated 
5% 69.81889 167,1501 Integrated 
10% 65,81970 167,1501 Integrated 
  
Optimum Lag Test 
In table 3 it can be seen that lag 2 has 
the smallest AIC value. 
 
Model Stability Test 
As a proof that each country has a stable model can 
be seen from its roots which has modulus val-
ue smaller than one as listed on Table 4. 
 
Estimation Result of VECM Model 
Long term VECM estimation results show that the 
variable interest rates (IR), foreign direct invest-
ment (FDI) and exchange rates (ER) have a signifi-
cant negative effect on the Current Account (CA) in 
ASEAN 6. This is indicated by the magnitude of the 
coefficient value of the variables IR, FDI, and ER 
are smaller than t statistics as shown by Table 5.   
Short term VECM estimation results in table 6, 
shows that only GDP variable which has significant 
and negative effect on Current Account (CA) in 
ASEAN 6. 
 
Discussion 
The result of VECM Panel estimation test 
found that the GDP variable in the short term has a 
negative and significant relation to current account. 
This is in line with Keynes's statement in the theory 
of consumption that the factor that influence con-
sumption is income, if income is higher than the 
consumption level will also be higher. So does with 
national income. The higher the GDP or growth, 
which describes the purchasing power of the peo-
ple, the higher the level of consumption, including 
consumption of goods from abroad or increase im-
ports. The results of this estimation are in line with 
Novi Ariyani: Current account determinants… 
172 
the statement of Krugman (1999) in his research 
that GDP increases, followed by the increasing of 
per capita income, causing domestic consumers 
become consumptive so that the imports of foreign 
goods increases. It is also in accordance with re-
search conducted by Santosa (2012) that the in-
crease in people's income causes the ability (pur-
chasing power) to increase so will also increase the 
consumption of goods or services. Based on the 
theory, it can be concluded that the increase of GDP 
will cause the increasing demand of imported 
goods or services, thus tending to decrease the 
trade balance surplus. These results are in line with 
research conducted Ramadhani (2014) in Indonesia 
ASEAN 6 economic growth is driven by con-
sumption and investment. The higher the two vari-
ables will be higher the level of economic growth in 
ASEAN 6 (assuming the goods are produced from 
within the country). But with the era of globaliza-
tion closely related to international relations due to 
the higher level of consumption of ASEAN 6 led to 
the necessity of entering the product from abroad, 
causing the balance of trade deficit coupled with 
structural problems from within the country that 
oblige the country subsidize oil demand in which 
will lead to a widening trade balance deficit. The 
results of this study are similar to the research con-
ducted by Adiningsih (2013) where this happens 
because with the increase in income it will increase 
the consumption so that the impact on increasing 
imports will ultimately worsen the trade bal-
ance. The estimation results indicate a negative 
relationship between economic growth and trade 
balance in accordance with Onafowora (2003) and 
Husman (2005). The negative relationship between 
GDP and Current Account in ASEAN 6 is also the 
result of all ASEAN countries 6 (Reinold, 2018). 
Generate GDP in ASEAN countries which is also a 
huge number for all activities needed for develop-
ment. 
The second variable is the interest rate variable 
in ASEAN 6 in the long term has a negative and 
significant relationship to current account. Persis-
tence is in line with the theory. A high interest rate 
policy can have a negative impact on economic 
activity. High interest rates can cause cost of money 
to be expensive. This will weaken the competitive-
ness of exports in the world market so as to make 
the business world is not enthusiastic to conduct a 
domestic investment, production will decline, and 
economic growth becomes stagnant (Delong, J.B. 
(1998): 1; PNC. (2016). The results of this study is in 
line with research conducted by Laksono (2016) 
states that an increase in interest rates will encour-
age a decrease in current account surplus. The re-
sults of this study are in line with research con-
ducted Haryanti (2013) which states that interest 
rates negatively and significantly affect the export 
of Indonesia. In line with what Samuelson (1985) 
has said that the country tightening its monetary 
policy tends to raise its domestic interest rate, with 
the flow of capital into the country, which will 
cause appreciation to the country's currency with 
the decline of net exports. Sahoo (2014) also stated 
that interest rate increase strengthen the domestic 
currency and attract more capital inflows. The ef-
fect of shifting the current account to the deficit, 
resulting in government budgets and trade imbal-
ances. 
The foreign direct investment (FDI) variable 
also has a negative and significant relation to cur-
rent account (CA). Similar to research conducted by 
Sahoo, et al (2014) which states that the results 
show that the net FDI flow has a consistently nega-
tive and significant influence on the current ac-
count balance. These discoveries are in line with 
research conducted by Hobza and Zeugner 
(2014); Cecen& Xiao (2014) where they argue that 
an increase in capital inflows leads to the apprecia-
tion of the domestic currency, which makes im-
ports cheaper and exports more expensive. This 
resulted in imports increasing and exports reducing 
of goods and services, and thus worsened the cur-
rent account balance of the countries econom-
ic. From the calculation of national income, we can 
find that the current account is the difference be-
tween saving and investment. So an increase in 
investment, keeping the remainder the same, re-
ducing the current account surplus. Therefore, an 
increase in FDI inflows can encourage more in-
vestment in the domestic economy and thus aggra-
vate the current account. 
Furthermore, in the context of a developing 
economy, greater openness to external currents 
allows the import of technology to achieve faster 
accumulation of knowledge and higher total factor 
productivity due to the allocation of resources from 
lower to the higher productive activities (Amighini 
and Sanfilippo (2014); Schiff and Wang (2006); 
Grossman and Helpman (1991)). This suggests that 
increasing inflows of FDI lead to increased imports 
of technology, capital goods and raw materials, 
which could worsen the balance of a country's cur-
rent account transactions. 
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Table 3 
Optimum Lag Test Results of ASEAN 6 
Lag AIC 
0   19 , 86943 
1   19 , 00375 
2    18 , 13596 * 
3   18 , 19156 
4   18 , 18261 
Description: *) Optimum Lag 
Table 4 
Stability Test Results of ASEAN Model 6 
Root Modulus 
-0.204427 - 0.755789i 0.782948 
-0.204427 + 0.755789i 0.782948 
-0,411517 - 0,513,720i 0.658221 
-0,411517 + 0,513720i 0.658221 
0.019544 - 0.571616i 0.571950 
0.019544 + 0.571616i 0.571950 
0.516638 - 0.100107i 0.526248 
0.516638 + 0.100107i 0.526248 
-0.153158 - 0.136309i 0.205030 
-0.153158 + 0.136309i 0.205030 
 
Table 5 
Estimation Results of Long Term VECM 
 
 
 
 
 
 
Description: *) significant at α = 1 percent 
 
Table 6 
Estimation Results of Sort Term VECM 
variable coefficient t-statistics 
CointEq1 0.048597 0.81922 
CA (-1) -0,682551 -5,12908 * 
CA (-2) -0.335398 -2,57494 * 
GDP (-1) -3,930992 -0.34592 
GDP (-2) -19.78935 -2,08920 * 
IR (-1) 0.016443 0.05954 
IR (-2) -0,114660 -0.77492 
FDI (-1) 0.009033 0.06921 
FDI (-2) -0,114839 -0.98845 
ER (-1) 0.041719 0.32564 
ER (-2) 0.125462 1.02873 
C -0.066022 -0.12891 
 
Hereinafter is exchange rate variable having 
significant and negative relation to current account 
in ASEAN 6 in long term. This is in line with Mar-
shall-Lerner's elasticity theory which states that the 
depreciation of domestic currency causes domestic 
relative price is lower than foreign price. Currency 
depreciation can help improving the current ac-
count balance through increased exports and im-
port reductions. This is in accordance with the the-
ory proposed by Sukirno (2010: 412) that the ex-
Variables Coefficient t-Statistics 
GDP (-1) -20,78499 -1.07569 
IR (-1) -6,352914 -8,63744 * 
FDI (-1) -1,280874 -1,66622 * 
ER (-1) -0,719517 -2,08997 * 
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change rate is one that influences the current ac-
count in Indonesia. If the exchange rate of rupiah 
(exchange rate) depreciates (the decline in the value 
of the domestic currency) causes the price of for-
eign goods rise that it tends to decrease imports so 
the trade balance in surplus. These results are in 
line with research conducted by Wulansari (2014), 
Ekananda (2004) and Sugema (2005), said the de-
preciation of the rupiah has increased the competi-
tiveness of Indonesian products, thereby increasing 
exports which ultimately improve Indonesia's trade 
balance. It is also in line with the research Santo-
so (2012) said the depreciation of the rupiah in the 
theory of international trade, impacts on declining 
prices of goods / services produced by Indone-
sia. The decline caused the demand for goods / 
services by foreign countries increased, so the value 
of exports of goods / services increased. This con-
dition encourages the surplus of the trade balance.  
The exchange rate relationship with the cur-
rent account balance is in line with Ginting's re-
search (2014) where any depreciation will result in 
an increase in export competitiveness for goods 
from Indonesia which will ultimately increase In-
donesia's trade balance. The increase in current 
account balance against exchange rate depreciation 
is usually caused by the reduction of imports. The 
exchange rate relationship with the current account 
balance in the Ginting research (2013) where based 
on the results of long-term regression analysis 
turns out the exchange rate has a negative and sig-
nificant effect on Indonesian exports. This shows 
that the strengthening of the exchange rate (appre-
ciation) will cause the decline of Indonesian ex-
ports. Although the rate of exchange rate in 
ASEAN 6 is relatively volatile from 2000-2016 but 
the exchange rate variable in ASEAN 6 has a long-
term negative relationship to current account, this 
is due to the careful steps undertaken by each 
country in ASEAN 6. Step the things that each gov-
ernment does because of the monetary crisis of 
1998/1999 mostly spread in the Asian treasury, in 
this case many in ASEAN 6 big economies Rela-
tions like Singapore, Thailand and Malaysia (Tang, 
2011; Bank Negara Malaysia 2009, Bank of Thai-
land, 2010). 
The results by using the VECM panel show 
that the main variables are GDP, interest rate, FDI, 
and significant negative exchange rates against 
Current Accounts in ASEAN 6. This indicates that 
GDP increases in ASEAN 6 may increase Current 
Account deficit in ASEAN 6. This owing to a better 
increase in Current Accounts in the trade sector 
that is more influenced by demand for goods in 
overseas markets and high prices of goods in key 
markets, the economic conditions in the destination 
country also have a big role to play in the trade 
performance Shopping activities that can improve 
the Current Account in ASEAN 6 (Rahmaddi and 
Ichihashi, 2012; Schembri, 1988; Robert at al., 2012). 
In addition, the total cost of transportation services 
in international trade activities may also reduce the 
Current Account in ASEAN 6. This is caused by 
inadequate trade infrastructure such as technology, 
shipping, packing can also adversely affect trade 
activities due to the high cost of trade services, it 
will have an impact on the recording of Demand 
Deposit Account in ASEAN 6 (Rahmaddi and 
Ichihashi, 2012). Therefore, the parties who need to 
work with the private sector will help to build the 
infrastructure with a purpose. Services that enable 
to operate in ASEAN 6.  
 
4. CONCLUSION, IMPLICATION, SUGGES-
TION, AND LIMITATIONS 
Based on the results of tests that have been done 
using autoregressive vector panel method to de-
termine the effect of gross domestic product (GDP), 
interest rate, foreign direct investment (FDI) and 
exchange rate against current account in ASEAN-6, 
then the final conclusion is as follows: 
a. GDP variable as   proxy of economy growth has 
negative and significant effect in the long term 
on current account in ASEAN-6. 
b. Interest rate variable has negative and 
significant effect in the long term period on the 
current account in ASEAN-6. 
c. Foreign direct investment (FDI) variable 
as proxy of economy growth has a negative and 
significant effect in long term period on the 
current account in ASEAN-6. 
Value exchange variable has a negative and signifi-
cant effect in the long term period on the current 
account in ASEAN-6.  
 
Based on the results obtained from research on the 
effect of economic growth, interest rates, foreign 
direct investment and exchange rate on the net ex-
ports using the autoregressive panel vector method 
are given suggestions for related government as 
well as society in general and also for other  re-
searchers intending to conduct relevant re-
search. Some of these suggestions include: 
a. Government role in restricting the import to 
decrease import-oriented consumptive 
behavior of the society as the effect 
enhancement income percapita. Strike g I 
import with create substitution the import to 
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be fix condition balance sheet transaction 
walking. Forexample with determination taxes 
big for importer general and more low for impo
rter manufacturers. Amenities liberation custo
msduty sign addressed for reduction dependen
cy import for goods so. 
b. It is known that high interest rate 
determination could worsen the deficit 
condition of current account transaction. So 
that any policy taken by the monetary 
authority in determining the interest rates level 
not only consider from financial side but also 
the condition in real sector so the balance could 
be achived and boosts the trade balance 
surplus. 
c. Government has 
to make the right policy for channeling  FDI to 
the productive sector and the export-oriented 
sector rather than the consumption sector for 
example from taxation side holiday tax 
optimization policy directed to impose 
investments that can produce capital goods for  
reducing the dependency on import. 
 
Monetary authorities are required to strengthen 
the monetary operation to support the value ex-
change stabilization and liquidity control, and im-
prove the foreign currency review to control the 
current account balance deficit.  
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